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Financial stability in 2012 –  
an overview

The risks to the German financial system remain high. The European sovereign 
debt crisis is still largely dictating the risk situation, having broadened in the 
course of 2012 and come to a head at various points in the year. On sever-
al occasions, doubts were even cast over the long-term survival of European 
monetary union. Spain and Italy – two major economies – have increasingly 
been drawn into the crisis. Crisis management measures have now led to a sub-
stantial transfer of risk from the private to the public sector. At the same time, 
they have caused the low-interest rate environment to become entrenched and 
encouraged investors to search for yield and take on greater risks. Savers are 
increasingly channelling their funds into forms of investment which they view 
as a hedge against monetary and exchange rate instability. This is contributing 
to the rise in real estate prices in Germany’s urban centres. Robust household 
debt sustainability, moderate lending growth and cautious lending standards in 
Germany are currently preventing a rapid build-up of risks to financial stability. 
Yet the experiences of other countries show that precisely such an environment 
of low interest rates and high liquidity can encourage exaggerations on the real 
estate markets which pose a considerable threat to financial stability.

Five years on from the outbreak of the global financial crisis, the German finan-
cial system has grown more robust. Banks have more – and better-quality – 
tier 1 capital. However, cyclical and structural developments could hamper their 
profitability in the future. Overall, good progress is being made in implementing 
the comprehensive plans to reform financial market regulation. The need now 
is to assess how successfully the flaws in the financial system have been elim-
inated and identify any potential problems concerning the coherence of the 
new framework. In Germany, the Financial Stability Act (Finanzstabilitätsgesetz) 
establishes a legal framework for macroprudential oversight.
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tially, these were mainly focused on correcting past 

excesses; major German banks with an internation-

al focus deleveraged to a considerable extent and 

increasingly tapped more stable sources of fund-

ing, such as deposits. Even in the midst of such a 

severe financial crisis the German financial system 

remained fully functional – thanks, not least, to its 

wide variety of business models.

The German financial system has now noticeably 

adapted to the changed risk situation in the wake of 

the sovereign debt crisis. It has significantly reduced 

its exposure to the governments and banking sys-

tems of the countries hit by the sovereign debt 

crisis. Nonetheless, it still has substantial claims on 

borrowers in the two major economies of Spain 

and Italy. If the crisis of confidence in the European 

financial system were to worsen again, that could 

still potentially provoke a spillover to the German 

financial system.

Alongside the acute risks stemming from the sov-

ereign debt crisis, there are a number of factors 

within the German financial system which were 

already encouraging excesses to accumulate before 

the onset of the financial crisis. Low interest rates 

and an opaque shadow banking system are two 

such factors. Preven-

tive macroprudential 

policymaking requires 

prompt identifica-

tion of any potentially 

unhealthy develop-

ments unfolding at 

present which will 

endanger financial sta-

bility in the future.

The combination of a prolonged period of low inter-

est rates and an ample supply of liquidity typically 

harbours certain risks to longer-term financial sta-

bility. It provides investors with incentives to search 

for yield and take on greater risks, as well as encour-

Crisis resolution has side-effects 

For more than five years, the risk situation in the 

German financial system has been shaped by a 

series of stress events. The global financial crisis 

broke out in summer 2007. Exaggerations on the US 

real estate market spread to the international finan-

cial system via complex financial products, having a 

severe impact on some German credit institutions. 

Following the collapse of US investment bank Leh-

man Brothers, functional flaws in the international 

financial system triggered a global economic crisis. 

The European sovereign debt crisis began in spring 

2010, sparked by concerns about Greece’s public 

finances. It subsequently spread to other euro-area 

countries with highly indebted private and/or public 

sectors and expanded into a banking crisis and a 

crisis of confidence.

The necessary process of stabilising the financial sys-

tem has required ongoing monetary and fiscal policy 

measures on a massive 

scale. However, this 

has entailed an ever 

greater transfer of risk 

to the public sector and 

has caused the low-in-

terest rate environment 

to become entrenched. 

The side-effects of 

short-term stabilisation measures could leave a dif-

ficult legacy for financial stability in the medium to 

long term.

At present, the European sovereign debt crisis 

remains the greatest threat to financial stability in 

Germany and Europe alike. This is due, notably, to 

the multiple transmission and contagion channels 

that are inherent within a closely integrated eco-

nomic and monetary union. Since its onset more 

than five years ago, the crisis has largely dictated 

the risk situation. Yet the German financial system 

has undergone significant changes since then. Ini-

The side-effects of 
short-term stabilisa-
tion measures could 
leave a difficult lega-
cy for financial stabili-
ty in the medium to 
long term.

Preventive macropru-
dential policymaking 
requires prompt 
identification of any 
potentially unhealthy 
developments 
unfolding at present 
which will endanger 
financial stability in 
the future.
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… strain the stability situation

–  Sovereign debt crisis widening; government bond 
markets still vulnerable, including in Italy and Spain

–  Interconnected risk between sovereigns and domes-
tic banking sector increasing in some countries and 
leading to contagion effects

–  Debt sustainability not yet attained in Greece, further 
funding gap identified 

–  Increased risk positions in balance sheets of Euro-
system central banks

–  German financial intermediaries heavily invested in 
Spain and Italy, contagion risks if sovereign debt crisis 
worsens 

–  Low interest rates depressing insurers’ investment 
income

–  Bank earnings strained by cyclical and structural 
developments; intense competition, margins on time 
deposits partly negative

–  Bank lending to businesses squeezed by growing 
corporate bond issuance (disintermediation)

–  Housing prices in German urban areas accelerating, 
price exaggerations possible in some market seg-
ments 

Stability situation in the German financial system in 2012

… alleviate the stability situation

–  Irish and Portuguese government bond yields declin-
ing; improved refinancing outlook on the capital mar-
ket in 2013

–  Crisis countries making progress in reducing their 
fiscal and current account deficits

–  European Stability Mechanism (ESM) commencing 
operation 

–  German banks and insurers have further reduced 
exposure to the programme countries

–  German banks now significantly more robust, capital 
levels raised, funding from more stable sources

–  Insurers’ lower investment income being offset: pol-
icyholders’ profit participation share lowered, addi-
tional interest provisions set up, average guaranteed 
return gradually falling

–  German households’ debt sustainability robust

–  Cautious lending standards of mortgage agreements 

–  German shadow banking system relatively small 

–  Banking union will promote European integration

Factors that …

Necessary measures ...

... for market participants

–  German banks: maintain cautious lending standards of mortgage agreements 

–  Adapt business models promptly to changing environment and new market structures

–  Reduce bank balance sheet risks through the write-down or spin-off of problem assets also in low interest rate 
environment, further improve capital base

–  Life insurance companies: continue to make provisions to sustain guaranteed returns in the future

... for policymakers

–  Do not overburden monetary policy with fiscal policy measures to combat crisis

–  In Europe, continue reform course, especially structural reforms, consolidation of public finances and balance 
sheet cleansing in the banking sector

–  Define shadow banking system broadly and pursue initiatives to close data gaps 

–  Pay attention to coherence and cumulative impact of financial market regulation

–  Expedite international implementation of derivatives market regulation

–  Address “too-big-to-fail” problem by introducing credible resolution regimes

–  Ensure that banking union is fully functional before transferring competencies to European level
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financial system and the global shadow banking sys-

tem remain a potential source of risk. 

At present, the financial system is exhibiting certain 

characteristics – low interest rates, rising real estate 

prices and a substantial shadow banking system – 

which were partly responsible for generating vulner-

abilities in the past and must therefore be viewed as 

risk factors in the medium term. Nonetheless, signif-

icant progress has been made in reforming financial 

market regulation. Regulatory reform has now moved 

from the planning phase to the phase of implement-

ing various regulatory projects. The most important 

sources of systemic risk – systemically important 

financial institutions, procyclicality in the financial 

system and opaque interlinkages via over-the-coun-

ter derivatives markets – are now being addressed. 

In addition, advances have been made in setting up 

systems for macroprudential oversight and policy.

The greater the pro-

gress made in imple-

menting major regula-

tory projects, the more 

important their assess-

ment will become. 

Such evaluations must 

consider how suc-

cessfully the flaws in the financial system have been 

eliminated to date and analyse whether the new 

regulatory framework is coherent overall.

Sovereign debt crisis remains the greatest threat 

to financial stability

The European sovereign debt crisis has broadened 

in the course of 2012, coming to a head at various 

points in the year.1 First, the number of countries 

aging an increase in maturity transformation. In the 

specific context of the financial and sovereign debt 

crisis, two developments give particular cause for 

concern. First, the abundant supply of wholesale 

funding is taking pressure off the European banking 

system to make necessary adjustments to its busi-

ness models and press ahead with the process of 

cleaning up its balance sheets. Second, alongside 

the search for yield, the quest for real and similar 

valuable assets is gaining prominence as an invest-

ment motive. As a result, savers are increasingly also 

channelling their funds into forms of investment 

which they view as a hedge against monetary and 

exchange rate instability. This may lead to exagger-

ated price developments.

Given the origins of the global financial crisis, particu-

lar attention needs to be paid to booming real estate 

markets. Developments on mortgage markets can 

have a strong impact on the stability situation. Mort-

gage loans account 

for the lion’s share of 

household debt, and 

are also a large item on 

the asset side of bank 

balance sheets. Indeed, 

growth in housing pric-

es in Germany’s urban 

centres is accelerating. 

Nonetheless, there are no signs of a self-reinforcing 

process of rising real estate prices, high lending and 

growing household debt which poses a threat to 

financial stability.

Because of its opaque nature and the opportuni-

ties it presents for regulatory arbitrage, the shadow 

banking system played a major role in the spread of 

the financial crisis. One of the key insights gained 

through this experience is the need for more inten-

sive oversight of – and better data on – the enti-

ties and activities in the shadow banking system. 

Although the German shadow banking system is 

comparatively small, the links between the German 

There are no signs 
of a self-reinforcing 
process of rising real 
estate prices, high 
lending and growing 
household debt which 
poses a threat to 
financial stability.

The greater the 
progress made in 
implementing major 
regulatory projects, 
the more important 
their assessment will 
become.

1 The chapter entitled “Sovereign debt poses threat to financial 
stability” provides a detailed description of the factors behind the 
sovereign debt crisis, the measures taken to curb it and possible 
routes to recovery.
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gration observed in the European financial markets 

and reduce the interlinkages between states and 

their domestic banking sectors.2

An escalation of the sovereign debt crisis would 

have an adverse impact on the German financial 

system, too. Any sovereign risk within the euro area 

spreads directly to large European banks, eg via 

exposures to governments or through cross-border 

interbank relationships. In mid-2012, the German 

banking sector had substantial balance sheet expo-

sures (totalling around €203 billion) to borrowers in 

the two major economies of Italy and Spain.

German banking system  

now more robust

In response to the sovereign debt crisis, the group of 

12 major German banks with an international focus 

significantly reduced their exposure to borrowers 

in Greece (59%),3 Spain (14%), Portugal (21%) and 

Italy (4%) between mid-2010 and mid-2012. Taken 

in isolation, this has reduced the threat of cross-bor-

der contagion.4

Yet the German banking sector does not currently 

appear to be following a general strategy of aban-

doning its globalised business models. The group 

of 12 major German banks with an international 

focus have reduced their cross-border loans only 

moderately in the wake of the European sovereign 

debt crisis, with a decline of 1.2% between spring 

2010 and mid-2012. By withdrawing to the con-

fines of the domestic market, German banks would 

forfeit opportunities on foreign growth markets and 

in its grip has increased: Cyprus requested financial 

support in June 2012, Spain’s application for assis-

tance to restructure its banking sector was approved 

in July 2012, and Slovenia’s public finances have 

also become strained. Second, the crisis flared up 

again in the summer, with tensions worsening on 

the bond markets of the major economies Italy and 

Spain. Third, the burdens involved in tackling the 

crisis have increasingly been shifted towards cen-

tral banks. The progressive blurring of boundaries 

between monetary and fiscal policy has increased 

the longer-term risks and side-effects of crisis man-

agement measures.

The countries hit hardest by the sovereign debt crisis 

have now made considerable efforts to consolidate 

their finances and initiated notable reforms, thus 

making progress in reducing macroeconomic imbal-

ances. Yet the recovery remains precarious, primar-

ily in those countries with highly leveraged private 

sectors. The volume of non-performing loans is still 

on the rise in all of the crisis-stricken countries.

One particular system-

ic threat posed by the 

sovereign debt crisis is 

the tight negative feed-

back loop between 

banks and their domes-

tic governments, which 

can mutually amplify problems. Italy’s public finance 

difficulties spilled over to the banks, while solvency 

problems in the banking sectors of Cyprus and Spain 

spread to the state coffers.

In view of this situation, on 29 June 2012 the 

euro-area leaders called for the creation of a sin-

gle supervisory mechanism, involving the European 

Central Bank (ECB), for banks in the euro area. The 

decisions taken at the EU summit on 19 October 

2012 reiterate this commitment and specify the role 

of the ECB as a supervisory authority. The aim of the 

banking union is, above all, to combat the disinte-

2 See also the box entitled “Banking union: a useful addition for 
Europe in the medium term”.
3 Principally as a result of the haircut on Greek government 
bonds.
4 The chapter entitled “The German banking system five years 
into the financial crisis” describes the German financial system’s 
response to the problems arising in the different phases of the 
crisis.

One systemic threat 
is the tight nega-
tive feedback loop 
between banks and 
their domestic gov-
ernments.
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segments. Credit institutions will therefore need to 

swiftly adapt their business models to the changing 

environment.

Low interest rates intensify the search for yield

The low-interest rate environment is having an 

increasing impact in Germany.6 Corporate bonds 

are benefiting distinctly from the search for yield, 

while insurers are responding to falling investment 

income by paying their policyholders smaller profit 

participation shares and cautiously realigning their 

investment strategy. 

Investors searching for yield are channelling funds 

into the marketable debt instruments of larger 

non-financial corporations. Corporate bond issu-

ance has increased sharply; between January and 

October 2012, it drew in funds of around €210 

billion (gross) in the euro area. The yields on these 

instruments are close to historic lows, having fallen 

to an average of only 2.2% for BBB-rated corporate 

bonds and a mere 1.3% for A-rated bonds. Their 

risk spreads over government bonds have likewise 

fallen considerably in the course of 2012. However, 

the high corporate bond valuations stand in con-

trast to the gloomier economic outlook.

Issuers of promissory notes have also benefit-

ed from the growing demand for corporate debt 

securities. The outstanding volume of this type of 

instrument – which is common in Germany – has 

been rising rapidly since the onset of the financial 

crisis, reaching around €70 billion in mid-2012. 

By contrast, gross issuance of SME bonds on five 

German stock exchanges remained low between 

chances for diversification, and this would therefore 

be an unwelcome development.

The German banking system is now much more 

resilient than before the financial and sovereign 

debt crisis. Tier 1 capital ratios have increased dis-

tinctly. Between March 2008 and September 2012, 

the tier 1 capital ratio 

of the group of 12 

major German banks 

with an international 

focus rose from 8.3% 

to 13.6% of their 

risk-weighted assets. 

Since the first quar-

ter of 2008, their leverage ratio – the ratio of total 

assets (as defined in the German Commercial Code) 

to tier 1 capital – has fallen from 43 to 32.5 The lev-

erage ratios recorded for credit cooperatives (16.6) 

and savings banks (14.9) are much lower. This is 

mainly because their business models are geared to 

traditional banking services and they make less use 

of derivatives which expand balance sheets.

This improved resilience is necessary given the 

risk situation and the restrained profit outlook. A 

number of structural developments could hamper 

profitability over the medium term. First, competi-

tive pressure will increase in some domestic market 

segments. This is already becoming apparent in the 

competition for customer deposits. Second, banks 

could be displaced to some extent from their role as 

financial intermediaries and thus lose some of their 

market share – say, through the trend towards cor-

porate financing via the capital market or because 

of insurers moving into banks’ traditional business 

segments. Third, some necessary regulatory meas-

ures will inevitably weigh on banks’ profits, such as 

the contribution (or bank levy) to the Restructuring 

Fund introduced in 2011 or the regulatory chang-

es making synthetic lending business more cost-

ly. These structural shifts will raise new questions 

about the balance between banks’ various business 

5 The rise in the tier 1 capital ratio and the fall in the leverage 
ratio are both understated by statistical breaks. 
6 The chapter entitled “Low interest rates and the search for 
yield: a challenge for insurers and banks” outlines the risks stem-
ming from short-term exaggerations and issues associated with a 
longer-term structural shift.

The tier 1 capi-
tal ratio of major 
German banks with 
an international 
focus has increased 
distinctly. 
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Accelerated growth in housing prices in  

Germany’s urban centres 

In the present low-interest rate environment, devel-

opments on Germany’s real estate market also 

warrant attention. Growth in housing prices in Ger-

many’s urban centres is accelerating.7 The search 

for real and similar valuable assets is gaining prom-

inence as an investment motive and will probably 

contribute to a clear rise in demand in certain mar-

ket segments.

The volume of debt associated with the real estate 

market is an indication of just how important real 

estate prices are to financial stability: mortgage 

loans to households in Germany came to around 

€981 billion in mid-2012. These loans not only make 

up by far the largest share of household debt (over 

two-thirds); they also account for a large portion 

(more than 40%) of total domestic lending from 

German credit institutions to non-banks. The share 

of mortgage loans to retail borrowers is as high as 

around 50% among savings banks and credit coop-

eratives.

At present, average household debt sustainability is 

robust in Germany. In relation to disposable income, 

total household debt has been on the decline since 

2001, reaching around 95% at the end of 2011. 

Growth in housing loans in Germany was still mod-

erate in 2011, at around 1.2%. Banks are expecting 

household credit demand to rise, however.

Until now, real estate lending agreements have been 

comparatively conservative in Germany. For one 

thing, over 70% of newly issued mortgage loans 

have an interest rate lock-in of more than five years. 

For another, the loan-to-value ratio for real estate 

purchases is typically lower than in other countries. 

2010 and October 2012, at €3.0 billion in nominal 

terms. 

Conservative investors – among them insurers – suf-

fer the most from prolonged periods of low inter-

est rates. The average net return on investment 

achieved by German life insurers has continued to 

fall, declining from 4.3% in 2010 to 4.1% in 2011. 

Across all tariffs and tariff generations, insurers 

therefore reduced the current return on life insur-

ance policies in 2011 by an average of 15 basis 

points to 3.94%. At the same time, the Federal Min-

istry of Finance cut the maximum technical interest 

rate again at the beginning of 2012 – from 2.25% 

to 1.75%. 

The low-interest rate environment is prompting insur-

ers to try out new investment strategies, bringing 

them into greater competition with banks. Insurers 

are actively migrating into higher-yield investments 

and new business segments, such as infrastructure 

and real estate financing or direct lending to enter-

prises and households. Nonetheless, the credit seg-

ment still accounts for only a relatively small share of 

German primary insurers’ total investment. 

Growing disinterme-

diation via the corpo-

rate bond markets and 

stronger competition 

from insurers in cer-

tain business segments 

could have distinct 

repercussions for banks 

and their business models. Capacity utilisation and 

margins in lending business could come under greater 

pressure.

7 The chapter entitled “German housing market gaining momen-
tum” outlines these developments and analyses the resulting risks 
to financial stability.

Growing disinterme-
diation and stronger 
competition from 
insurers could have 
distinct repercussions 
for banks and their 
business models. 
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the end of 2006. Having experienced massive out-

flows in the past few years, the assets managed by 

money market funds amounted to just €5.4 billion 

in September 2012, as against €33 billion at the end 

of 2006.

The market for open-end real estate funds in Ger-

many comprises retail funds, with a volume of 

€85 billion, and specialised funds, with a volume of 

€36 billion (as at September 2012). Certain flaws 

in the design of open-end real estate funds have 

come to light in recent years. There is a maturity 

mismatch between the short-term offload option on 

fund shares and the funds’ long-term, illiquid invest-

ments in real estate. As a result of closures, more 

than a quarter of the asset pool of public open-end 

real estate funds is no longer available to investors.

The total assets of the statistically recorded shad-

ow banking entities in Germany stood at around 

€1.3 trillion in September 2012. This corresponds to 

approximately 15% of the total assets of Germany’s 

regular banking sector. However, given the vague 

definition of the shadow banking system, these fig-

ures can provide only a rough idea of its size.

The German financial system has strong ties with 

the global shadow banking system, which means 

that problems in the global shadow banking sec-

tor can also affect 

financial stability in 

Germany. There are 

direct links forged 

by assets and liabili-

ties stemming from 

business ties (eg repo 

operations or securitisations) and, less visibly, by 

implicit guarantees and liquidity lines (for invest-

ment vehicles which belong to domestic entities but 

Loan-to-value ratios of 100% or more tend to be 

the exception. One reason for this is the fact that 

mortgages in Germany are usually refinanced using 

Pfandbriefe; only mortgages up to 60% of the prop-

erty’s mortgage lending value qualify for the cover 

pool for Pfandbriefe in Germany. 

Robust household debt sustainability, moderate 

lending growth and cautious lending standards in 

Germany are current-

ly preventing a rapid 

build-up of risks to 

financial stability. At 

the moment there is 

no sign of a nascent 

dangerous spiral of 

rising housing prices, 

laxer credit standards, 

increased lending and 

growing housing demand. However, the experienc-

es of other countries show that precisely such an 

environment of low interest rates and high liquidi-

ty can encourage exaggerations on the real estate 

markets which pose a considerable threat to finan-

cial stability.

Germany’s shadow banking system  

comparatively small

German shadow banking entities encompass, in 

particular, mutual funds registered in Germany 

(including hedge funds, money market funds and 

exchange-traded funds) and securitisation spe-

cial-purpose entities (SSPEs).8 Open-end mutu-

al funds registered in Germany had assets under 

management totalling €1,267 billion in September 

2012 and are by far the largest component of Ger-

many’s shadow banking system. The money market 

funds and hedge funds contained therein play only 

a minor role, however. German hedge funds’ assets 

under management totalled only around €1.6 bil-

lion in September 2012, compared with €1 billion at 

Problems in the glob-
al shadow banking 
sector can affect 
financial stability in 
Germany.

8 The chapter entitled “The shadow banking system: small in 
Germany, but globally connected” analyses the risks to the Ger-
man financial system stemming from the domestic shadow bank-
ing sector and from links with the global shadow banking system.

An environment of 
low interest rates 
and high liquidity can 
encourage exagger-
ations on the real 
estate markets which 
pose a considerable 
threat to financial 
stability.
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Market Infrastructure Regulation (EMIR) was a cru-

cial step in this direction. OTC transactions, which 

until now have remained largely unregulated and, 

in some cases, unsecured, will in future largely have 

to be secured and cleared via central counterparties 

(CCPs) and reported to central trade repositories.

Finally, macroprudential policy is taking shape 

in Germany and Europe alike. Its objective is to 

pre-emptively correct unhealthy developments and 

thus avert threats to financial stability. This is par-

ticularly important in a monetary union where eco-

nomic developments and structures differ among 

the member states. The individual countries no 

longer have their own 

monetary policy tools 

to selectively combat 

undesirable regional 

or sectoral develop-

ments. It is therefore 

important to ensure 

that the national authorities responsible for mac-

roprudential oversight are given sufficient flexibility 

and room for manoeuvre. A recommendation pub-

lished by the European Systemic Risk Board (ESRB) 

states that macroprudential policy needs an appro-

priate national institutional framework in order to 

be effective. The Financial Stability Act (Finanzstabil-

itätsgesetz), which was passed by the lower house 

of parliament (Bundes tag) on 25 October 2012 and 

will be submitted to the upper house (Bundesrat) for 

consideration on 23 November 2012, will establish 

a legal framework for macroprudential oversight in 

Germany.10 This Act assigns the Bundesbank impor-

tant tasks, including responsibility for analysing 

issues that are key to financial stability, for identify-

ing threats, issuing warnings and recommendations 

and assessing their implementation. 

are domiciled abroad). Indirect links can be created 

via the global financial markets – say, if the invest-

ment behaviour of shadow banking entities changes 

rapidly around the world. It is therefore essential to 

analyse potential risks in the global shadow bank-

ing sector in terms of their possible implications for 

financial market stability in Germany. 

Financial market regulation moves into the 

implementation phase 

Regulatory initiatives are currently focused on the 

areas which pose the greatest risks to the stability of 

the financial system.9 

One of the tasks at hand is to address the problem 

of large, closely interconnected banks being “too 

big to fail”. Initial progress has now been made in 

this area, notably the adoption of a new interna-

tional standard for resolution regimes. In addition, 

over and above the Basel III requirements, capital 

surcharges are to be introduced for systemically 

important financial institutions (SIFIs) to improve 

their loss absorbency and reduce the likelihood of 

government rescue measures being needed.

Another necessary task is to reduce the procy-

clicality of the financial system. Basel III is due to 

be transposed into EU law before the end of this 

year (through the Capital Requirements Directive IV 

(CRD IV) and the Capital Requirements Regulation 

(CRR)), thus introducing various new macropru-

dential tools. In particular, these tools will serve to 

counteract any procyclical build-up of risk in the 

financial system. The most important instruments 

are the countercyclical capital buffer and the vari-

able capital charge for residential and commercial 

real estate lending. 

A third essential task is to make the global over-

the-counter (OTC) derivatives market more trans-

parent and secure. The adoption of the European 

9 The chapter entitled “Progress in reforming financial market 
regulation” describes these regulatory initiatives and looks at 
potential problems with the new governance framework.
10 See the box entitled “Macroprudential oversight in Germany”.

The Financial Stability 
Act will establish a 
legal framework for 
macroprudential 
oversight in Germany.



Deutsche Bundesbank
Financial Stability Review 2012

16


	_GoBack

